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1986-87 Public Information Program To
Focus On Bankers; Will Feature Paid
Advertising and Direct Mail
Early in its 1986 planning process the Division’s Joint
Coordinating Committee (JCC) identified these primary ob
jectives for the 1986-87 public information program:
• To influence commercial lending officers to inquire, if
they do not know the CPA firm on which they are
relying, whether the firm is a member of the Division;
• To influence commercial lending officers to ask for copies
of peer review reports;
• To continue to build enthusiasm for membership in the
Division among member and prospective member firms;
• And to continue to do so without “putting down” non
member firms.
The banker campaign was launched in late November
with a full page ad in the ABA Banking Journal, followed
closely by insertions in the American Banker newspaper and
the United States Banker magazine. The campaign consists
of three ads, each appearing over a two month period. A to
tal of 42 insertions is scheduled in five different banking
publications.
The space advertising will be reinforced by three direct
mailings to commercial loan officers, which will be related
to the three different advertisements. The entire program
will be built around a single unifying theme—“If you don’t
know the CPA firm, ask if it is a member of the Division
for CPA Firms.”

Do you know
the CPA firm?

A PIONEERING CONCEPT

The Division pioneered national institutional advertising
in behalf of CPAs. While several state societies have adver
tised in behalf of their members, the Division’s Wall Street
Journal ad in December 1984 was probably the first national
effort ever. This was followed by four insertions of the same
advertisement in the American Banker, in early 1985. The
advertisements’ success encouraged the Division to launch a
more extended campaign in 1985-86. This consisted of five
different ads that appeared a total of 33 times, mostly in
banking publications but also in a lawyers’ journal and three
general business publications.
ADS’ MESSAGE IS RESPONSIVE TO CRITICISM

Some AICPA members were critical of aspects of the
1985-86 advertising campaign. At the May meeting of the
Institute’s Council, a representative of one prominent state
society commented that “the ads could have been presented
in such a way that they would have been positive, that they
would not have in any way reflected on the quality of work
of those members who are not members of the Division.”
Those who developed the current campaign were care
ful to heed this advice. The ads focus on situations in which
the banker does not know the CPA firm. They describe peer
review as a program that may be useful to bankers who
would like to obtain information about a firm they don’t
know. Also, they state that peer review is an extra step of
testing quality controls, thus making it clear that quality is

What do you know
about the CPA firm ?

Did you ask about
the CPA firm ?
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not dependent upon peer review.
The ads do not reflect on the quality of work performed
by nonmembers. To the contrary, they are supportive of all
CPAs. For example, one ad states, “As a banker, you know
many CPAs. You know that they are committed to quality
work and service to their clients, and you feel comfortable
relying on their reports.”
INQUIRIES INDICATE THE ADVERTISING WORKS

A significant measure of how effective the Division has
been in communicating its message to the business and fi
nancial communities is the number of requests for peer re
view reports and other inquiries about the Division and its
member firms. These are most numerous when the advertis
ing is at its height.
The advertising’s effects were especially visible during
the first six months of 1986, when inquiries averaged 277 a
month. This was more than four times greater than the aver
age for 1985’s last three months. In this year’s July through
November period, the monthly average declined to 119.
This indicates that the program has had some lasting impact.
Presumably, inquiries will again rise sharply as the new
campaign takes effect.
MEMBER FIRMS CAN REINFORCE THE CAMPAIGN

Copies of the three current ads are being mailed to the
managing partners of all member firms. Additional copies
are available on request in either of two forms—regular
photocopies, which are available in quantities for distribu
tion; and camera-ready “slicks,” which firms (or groups of
firms) can use to place ads in local publications. The slicks
are also suitable for photocopying.
To request copies of the ads call or write Ms. Milliam
Colon, 212/575-6447.
□

Member Consultation Service Discontinued
The PCPS Member Consultation Service (MCS) was discon
tinued December 31. The principal reason was that only a
few firms have been using it.
This was a particularly difficult decision for the Execu
tive and Member Services Committees, whose members de
liberated on it at four separate meetings over the last few
months.
The MCS started in late 1984. Because of personnel
changes within firms and other factors it would now be nec
essary to renew the file of volunteer consultants, asking co
operation from all 1,650 member firms.
The following excerpt from the PCPS Executive Com
mittee’s November minutes records the recent action:
The Member Services Committee’s recommendation to discon
tinue the MCS noted that the service averages fewer than sev
en calls monthly; that it appears to be a fine service but there
is no point in continuing it if members are not using it; that
practitioners seem to prefer consulting CPAs they know per
sonally; and that similar assistance is available through state
societies, associations, and from the Institute’s Library and
Technical Information Service. It was also observed that the
task of renewing the volunteer roster could be an imposition
on over 1,600 member firms for the benefit of just a few.

A motion to accept the Member Services Committee’s recom
mendation to discontinue the Member Consultation Service
passed unanimously.

The Committee also expressed its appreciation to the
many firms that have voluntarily consulted with other mem
ber firms through the Member Consultation Service.
□

Maryland Firm Distributes Ads to Bankers
McLean Koehler Sparks & Hammond is one of several firms
that has notified us about how it is using the advertisements
that the Division ran last year. The seven-partner firm,
which has three offices in Maryland, sent a personalized let
ter to bankers, enclosing reproductions of the ad headlined
“What do you look for in a CPA firm you recommend?”
Here is what their letter said.
I thought you might appreciate a copy of the enclosed notice
which provides information on obtaining copies of Peer Re
view Reports on CPA firms. Such reports provide bankers
such as yourself with complete, independent information about
the quality controls of a CPA firm, and thus, about the firm’s
commitment to performing quality work.

As one of the first CPA firms in Maryland to participate in a
comprehensive quality review, we have continually stressed
the importance of evaluating our quality controls. We have
been measured against some of the most stringent standards of
the accounting profession and I am pleased to report that we
repeatedly received unqualified reports—the highest possible
ranking that can be obtained.
If you would like a copy of our report or any other participat
ing firm’s report, please feel free to contact us or the AICPA
Division for CPA Firms (1-800-272-3476).
Best personal regards.

Some other member firms inserted their firm names in
a camera-ready copy of one or more of the ads, and placed
them in local media.
□

Conference Reminder
The 1987 PCPS Conference is scheduled for May 3-6, at an
elegant new resort in Phoenix. After a gala opening recep
tion Sunday evening May 3, the morning hours will feature
an outstanding technical program, with a broad variety of
recreational activities enlivening the afternoon and evening
hours.
There will also be optional technical presentations in
the afternoons, for additional CPE credit but at no additional
cost. A peer reviewer’s training course will follow the Con
ference, starting Wednesday afternoon and adjourning at
noon Thursday May 7.
The Conference registration fee is $325, and the room
rate (all suites, single or double) is under $90. Conference
brochures will be mailed shortly, but since the Division’s
records have only one person’s name for each member firm,
some Reporter readers might not receive brochures in time.
For complete details, call the AICPA Meetings and Travel
Department, 212/575-6451.
□

TIC Comments on Four Accounting Issues;
Prepares For Proposed Auditing
Pronouncements
In its role at the Section’s advocate for the interests of CPAs
who serve private companies, the Technical Issues Commit
tee (TIC) recently expressed its views on a variety of ac
counting proposals.

3
CASH FLOW STATEMENTS. The TIC supported the
FASB’s proposal to replace the statement of changes in fi
nancial position with a statement of cash flows. “We be
lieve,” the TIC said, “most small business owners/
managers and those who use their financial statements will
better understand the concept of a cash flow statement. We
also believe the cash flow statement will be simpler to
prepare.”
The TIC also suggested that the FASB clarify certain
technical aspects of its exposure draft.

INCOME TAX ACCOUNTING. Noting that “In the past,
the TIC has opposed required use of comprehensive inter
period income tax allocation for privately-held companies,
favoring instead recognition of income taxes based on ... a
company’s income tax return,” the TIC pointed out that its
position had been “based largely on serious concerns for
those companies’ cost and benefits of using a complex in
come tax accounting method resulting in a deferred credit
that did not meet the definition of a liability.
“Based on our review of the proposed Statement and
related discussion with the Board and its staff, we believe
the proposed accounting standard will result in a consider
able improvement over current standards . . . We, therefore,
support the proposed Statement’s income tax liability/asset
approach.”
The TIC’s letter then addressed certain technical aspects
of the draft, requesting (a) improved guidance on the presen
tation of operating loss carryforward benefits, (b) reduced
computational and disclosure requirements in certain areas,
and (c) specific guidance regarding presentation and disclo
sure involving the alternative minimum tax. In addition, the
TIC objected to the proposal to charge to continuing opera
tions the effect of recognizing a deferred tax liability when
an enterprise changes from non-taxable to taxable status.
Lastly, the TIC noted that “The proposed Statement is
designated to be effective for fiscal years beginning on or
after December 15, 1987 . . . We believe that mandatory
application should be deferred for one year, with earlier ap
plication permitted. It will take time for practitioners to
comprehend fully the effects of the new tax law, and it
seems unreasonable to impose, at almost the same time, this
major change in accounting for income taxes.”
INSURANCE DISCLOSURES. Commenting on a project
under study by the Accounting Standards Executive Com
mittee that would require financial statements to disclose in
formation about traditionally insurable risks that are not
covered by insurance, the TIC declared that such a require
ment would be undesirable and inappropriate for private
companies’ financial statements. It observed that users of
private companies’ financials are generally able to get infor
mation they need in addition to what is in the basic finan
cials. Noting that FAS No. 5 (Accounting for Contingen
cies) stopped short of requiring such disclosures “because of
the problems involved in developing operational criteria,”
the TIC pointed out that these problems are as real today as
they were in 1975.
The TIC observed that most private companies would
expect their CPAs to prepare the disclosures, and that many
CPAs would not really be competent to do so. Calling in a
specialist would be unduly expensive, particularly since the
client’s insurance agent could not be considered a neutral
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advisor.
The trend of thinking within the Accounting Standards
Executive Committee now appears to be that some such dis
closures should be encouraged but not required.
RISKS AND UNCERTAINTIES. The TIC opposed an
other proposal before AcSEC to require additional disclosure
in financial statements with respect to the risks and uncer
tainties facing a company and the assumptions and estimates
made by management. Intended as part of a broader re
sponse to the “expectation gap,” the proposed disclosures
would, in the TIC’s view, “constitute a fundamental change
in the types of information that financial statements are in
tended to convey. They should not be required because so
phisticated users ... do not need comprehensive disclosures
of assumptions and risks, but their presence would mislead
and intimidate the unsophisticated. This could transform ear
ly warnings designed to plug a perceived ‘expectation gap’
into self-fulfilling prophecies.”
The TIC noted that the FASB’s Concepts Statement
No. 1 says that “financial reporting should provide infor
mation that is . . . comprehensible to those who have a
reasonable understanding of business and economic activi
ties . . . ,” and that such persons do not need elaborate dis
closures, especially in connection with private companies’
financials. The TIC also noted that “the process of deter
mining what estimates, assumptions, judgments, risks and
uncertainties to list would be highly subjective, based on
elastic concepts such as ‘reasonably possible’ or ‘severe im
pact.’ An almost infinite number of assumptions and risks
would be eligible.”
AcSEC has already discussed the proposal twice, and is
expected to consider it in depth at a meeting in January and,
possibly, one in March.
ASB READIES MAJOR EXPOSURE DRAFTS

The TIC has been closely following the Auditing Stan
dards Board’s deliberations on a number of proposals
prompted by the expectation gap perceptions. Many of these
proposals will be exposed for public comment early in 1987.
Some areas where new standards are being proposed are
these:
• The wording of the auditor’s standard report.
• The auditor’s study and evaluation of internal control.
• Auditing client judgements and accounting estimates.
• Errors, irregularities, and illegal acts.
• Analytical procedures.
• The auditor’s consideration of a client’s continued
existence.
• Required communications with audit committees or others
with similar authority.
In preliminary discussions of early drafts, TIC members
noted that some of the proposals are apparently intended to
respond to problems in the public company environment, yet
apply to audits of all clients.
Once the exposure drafts have been finalized, the TIC
will study them intensively. It urges member firms to do
likewise. While the drafts will be issued during the early
part of tax season, the comment period, consistent with a
TIC suggestion, is expected to extend into July. This will
provide ample time for thoughtful review and responsible
comment on these major proposals.
□
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Sending the MAS Message
Reprinted from the Fall 1986 CPA Management Ad
visor, a newsletter for the members of AICPA’s Divi
sion for Management Advisory Services.

If you ask most people what a CPA does, odds are they
won’t say a CPA provides advice and assistance and serves
as a general business consultant. Yet CPAs in practice, in
dustry and government constitute the largest identifiable
group of professionals providing advice to top management
on key matters.
A survey by Inc. magazine a few years ago reported
that 51 percent of the small business chief executives sur
veyed “regarded their public accountants as their chief out
side advisers.” In addition, other surveys indicate that CPA
firms are numbered among the largest management consult
ing organizations.
CPAs have long been involved in providing advice to
management on a broad range of business problems and op
portunities. However, a recent survey at DePaul University
of 65 small business CEOs found that while most small
business executives view their CPAs as trusted advisors,
they “are simply unaware of CPAs doing anything besides
tax or accounting.” Professor Gary Siegel and others in
volved in the survey have concluded, therefore, that “CPAs
are in a unique position to expand their [consulting] services
to small business clients.”
Do you let your clients or employer know what your
MAS capabilities are, or are your reluctant to communicate
them? Your years of experience may have given you knowl
edge and skills that can help your clients or employer in are
as such as finances, operations, EDP, personnel and organ
ization. But very few people will know how you can help
them unless you tell them.
Clients or employers may turn to others for assistance if
you don’t let them know you can help them. Moreover, they
may not seek needed assistance, including yours, because
they either don’t know they have a problem or don’t know
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how to find someone to solve it.
Some members in practice spend more time trying to
acquire new clients than they spend identifying, developing
and offering needed new services to existing clients. This is
hard to understand, particularly when providing MAS to cli
ents often helps keep the clients prosperous—and keep the
clients.
If you want to expand your MAS practice, invest some
time in tailoring your services to meet the needs of specific
current clients. Then let them know about it. Publish a
newsletter. Submit an unsolicited proposal. Do a brief oper
ations review as part of your audit and write a management
letter. Invite clients to a seminar. But communicate.
If you are in industry or government, look beyond your
accounting-related responsibilities and make suggestions to
improve operations or profitability. Taking the initiative can
help make others aware of your abilities.
CPAs play a vital role in the national economy by help
ing businesses survive and thrive. Most small businesses
will not get the business advice and assistance they need if
they don’t get it from their CPAs. So don’t hide your MAS
light. Let it shine forth as a beacon.
□

Notice to the Membership
On November 6, 1986, a representative of Zillmann & Co.,
P.C. (Chicago, Illinois) attended a meeting of the executive
committee to explain why the firm would not comply with
certain of the agreed-upon conditions under which a report
review of the firm’s compilation and review engagements
had been carried out. That decision by the firm had caused
the committee to consider whether to conduct a formal sanc
tioning proceeding. After a full discussion of the matter, the
executive committee agreed to accept the firm’s offer to re
sign from the section and the firm agreed to the publication
of this notice in the PCPS Reporter.
□

